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SUB J : FEDERAL REACTION TO POSSIBLE PROVINCIAL 
GOVERNMENT TAKEOVER OF PETROLEUM INDUSTRY IN 
SASKATCHEWAN 

REF: (A) WINNIPEG 540; (B) WINNIPEG 541 

1 . REFTEL A REPORTED STATEMENT BY SASKATCHEWAN ATTORNEY 
GENERAL ROY ROMANOW THAT IF CANADIAN INDUSTRAIL GAS AND OIL 
LTD. AND IMPERIAL OIL LTD. ARE SUCCESSFUL IN THEIR SUIT TO 
STRIKE DOWN BILL 42 (SASKATCHEWAN OIL AND GAS 
CONSERVATION, STABILIZATION AND DEVELOPMENT ACT) AND THEREBY 
RECOVER $50 MILLION IN REVENUE COLLECTED BY GOVERNMENT OF 
SASKATCHEWAN (GOS), THE PROVINCE WOULD CONSIDER NATIONAL- 
IZATION OF THE INDUSTRY TO AVOID HAVING O REFUND THE 

TAXES. IF THE TWO OIL COMPANIES WIN THEIR CASE - DUE 
TO BE DECIDED BY THE SUPREME COURT THIS MONTH - AND 
OTHER COMPANIES FOLLOW SUIT, GOS MIGHT HAVE TO PAY 
FIRMS IN THE INDUSTRY UP TO $500 MILLION. 

2. REFTEL B REPORTED EDITORIAL COMMENT IN GLOBE AND MAIL 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 
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THAT GOS MOVE, WHICH PARALLELS ITS EARLIER ACTIONS 
VIS-A-VIS THE POTASH INDUSTRY, IS A CURIOUS COMBINATION OF 
POLITICAL MANIPULATION AND/OR INEPTITUDE. 

3. COMMENT: ACCORDING TO A SENIOR ENERGY, MINES AND 
RESOURCES OFFICIAL, ROMANOW'S STATEMENT IS SOMETHING OF 
A SURPRISE TO THE FEDERAL GOVERNMENT WHICH HAS, 
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MOREOVER, NO IDEA WHAT THE ULTIMATE INTENTIONS OF 
GOS MIGHT BE. OFFICIAL ADDED THAT OIL COMPANIES ARE, 

IN EFFECT, DEFENDING THE FEDERAL GOVERNMENT'S INTERESTS 
IN THIS INSTANCE. MANY FEDERAL LEGAL EXPERTS HOLD 
VIEW THAT SASKATCHEWAN BILL 42 AND A SIMILAR ALBERTA 
LAW, THE GAS RESOURCES PRESERVATION ACT, ARE UNCONSTITU- 
TIONAL BECAUSE THEY TAX OR REGULATE COMMODITIES IN 
INTERPROVINCIAL TRADE. THE FEDERAL GOVERNMENT, THOUGH 
USUALLY JEALOUS OF ITS TAXATION PREROGATIVES, HAS NOT 
CHALLENGED THESE PROVINCIAL LAWS IN THE COURTS. IT HAS 
NOT DONE SO, THE OFFICIAL SAID, BECAUSE IT WANTS TO 
AVOID ANOTHER CONFRONTATION WITH THESE RESOURCE PRODUC- 
ING PROVINCES AT THIS JUNCTURE WHEN THE FEDERAL/ 
PROVINCIAL RELATIONSHIP IS REPLETE WITH PROBLEMS AND 
CONFLICT. 

LEARY 
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